From: Kime, Robin

Location: DCRoOomARN3500/0OPEI

Importance: Normal

Subject: AGA and NGVA Regulatory Reform Discussion Focusing on the Subpart W Reporting Rule
and the PCB Rules

Start Date/Time: Fri 11/3/2017 7:00:00 PM

End Date/Time: Fri 11/3/2017 7:30:00 PM

AGA 05 15 2017 Comments on EPA Rule Review Docket EPA-HO-OA-2017-0190.pdf

NGVA EPA Regulatory Review May 2017 Final.pdf

Directions: Please use the William Jefferson Clinton North Entrance located on
your right as you exit the Federal Triangle Metro Station. Please arrive 10 minutes
prior to the meeting with photo IDs to clear Security.

EPA Contact: For an escort from Security to the meeting call (202) 564-4332; for all
other matters call Robin Kime (202)564-6587.

Attendees:

Kathryn Clay, Allison Cunningham and Pamela Lacey

Request: The American Gas Association (AGA) and Natural Gas Vehicles of America
(NGVA) would like to arrange a follow-up meeting with you to discuss our ideas for
regulatory reform, as described in our attached comments, filed May 15, 2017 in Docket
EPA-HQ-OA-2017. AGA’s comments address several programs, but at this meeting,
we will want to focus on revisions we have suggested to improve: (1) the Subpart W
reporting rule and (2) the PCB rules.

Contact:
Pamela A. Lacey | Chief Regulatory Counsel
American Gas Association<hitp://www.aga.org>

400 N. Capitol St., NW | Washington, DC | 20001
P: 202-824-7340 | M: 202-809-6565 | F: 202-824-9190 | placey@aga.org
<mailto:placevi@aga.org>
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AGA

American Gas Association

Electronic Filing: www.regulations.gov

May 15, 2017

Ms. Samantha Dravis

Senior Counsel and Associate Administrator for Policy
Regulatory Reform Officer for Executive Order 13777
1200 Pennsylvania Avenue, NW

Washington, DC 20460

Re: Identification of Regulations for Repeal, Modification or Replacement under Executive
Order 13777, 82 Fed. Reg. 17793 (April 13, 2017) (EPA Request for Comment) -
Docket No. EPA-HQ-OA-2017-0190

Dear Ms. Davis:

The American Gas Association (AGA) appreciates the opportunity to suggest how certain
EPA regulations could be repealed, modified or replaced to better serve EPA’s mission, while
reducing unnecessary duplication and burdens that divert resources from infrastructure
projects and ongoing maintenance and upgrades needed to ensure the safe reliable delivery of
energy. A more efficient approach will help achieve EPA’s environmental goals in a less
burdensome manner, and it will allow our members to channel more resources to improve
their systems and increase good-paying, career utility jobs that sustain middle class families in

communities across the country.

The American Gas Association, founded in 1918, represents more than 200 local energy
companies that deliver clean natural gas throughout the United States. There are more than 73
million residential, commercial and industrial natural gas customers in the U.S., of which 95
percent — more than 69 million customers — receive their gas from AGA members. AGA is an
advocate for natural gas utility companies and their customers and provides a broad range of

programs and services for member natural gas pipelines, marketers, gatherers, international
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natural gas companies and industry associates. Today, natural gas meets more than one-fourth

of the United States' energy needs.

Air Office — Revise 40 C.F.R. Part 98 SubpartW and Repeal Subpart NN

A. Revise Subpart W to Reduce Unnecessary Burdens and Improve Accuracy:

The Subpart W Reporting Program is providing value to AGA members as a source of
credible data to demonstrate their progress in reducing emissions. However, several revisions
are needed to improve the accuracy of the data and to eliminate unnecessary cost burdens that
divert resources from more productive, job-creating energy projects. We believe a few simple

changes can achieve this goal.

1. Replace Unnecessary Leak Surveys with Emission Factors Based on Robust Data:

Companies in the natural gas industry have conducted annual Subpart W leak surveys of
equipment since 2011, and now have a robust set of data that could be used to establish
updated emission factors. While natural gas operators will of course continue to perform leak
detection and repair to ensure safety - as required pursuant to Department of Transportation
(DOT) pipeline safety regulations and related state requirements - there is no value or benefit in
performing duplicative surveys using different timing and criteria for Subpart W. The surveys
were originally required because EPA lacked data on certain emission sources. The costly
Subpart W surveys can now be replaced with a simple arithmetic calculation using emission
factors based on data collected to date. An emission factor approach for calculating GHG
emissions is common for many sources in Subpart W, as well as other industries that report

under the Part 98 reporting program.

This change should be made to eliminate, for example, Subpart W leak surveys under 40
C.F.R. 98.233(q) for natural gas Transmission to Distribution pressure reduction stations (T-D
transfer stations), Liquefied Natural Gas (LNG) import-export terminals, peak-shaving LNG
storage facilities, and transmission compression facilities. Instead of continuing these costly

annual surveys, EPA should establish default emission factors based on the past six years of
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reporting data, with an option for companies to use their own company-specific emission

factors based on their own past Subpart W leak survey data.

Similarly, transmission compressor station and underground storage operators are
required to conduct annual leak measurements under 40 C.F.R. 98.233(0) and (p) for
reciprocating and centrifugal compressors, and under 40 C.F.R. 98.233(k) for scrubber dump
valve leakage through condensate storage tank vents. These costly annual surveys should be
replaced with default emission factors based on the past six years of reporting data, with an
option for companies to use their own company-specific emission factors based on their own
past Subpart W leak survey data. The leak survey requirement for other compressor station or
storage facility components required under 40 C.F.R. 98.233(q) should also be replaced with

emission factors.

2. Improve Accuracy by Updating Emission Factors to Reflect Current Practices:

To improve the accuracy of Subpart W data, EPA should update the default emission
factors promptly as new, reliable scientific data becomes available. For example, Subpart W
should use the same updated emission factors for natural gas distribution pipe as are already
adopted for use for the annual EPA Inventory, based on the peer-reviewed study by Dr. Brian
Lamb at Washington State University (WSU) published in the Journal of Environmental Science
& Technology (March 2015). Itisinaccurate and, frankly, misleading to continue
overestimating natural gas emissions by using emission factors developed in a study conducted
more than 20 years ago that evaluated a much smaller data set and reflected emissions from
equipment and practices that have changed and improved dramatically since 1992. Additional
robust data is expected to be available in 2018 from a series of studies co-funded by industry
and Department of Energy (DOE). The Subpart W default emission factors should be updated

as that new data becomes available.

As to the emission factor for metering and regulating (M&R) equipment in particular,
there is also no legitimate reason to continue applying an outdated and highly-inflated emission
factor to this equipment. At least in the past, EPA appears to have been under the impression

that M&Rs emit more if they are located below grade rather than above grade. Modern
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measurement data demonstrates this is not true. The same type of equipment is used in both
above and below grade M&Rs and their emissions are far lower than the outdated default
emission factor implies. EPA already allows up-to-date, company-specific emission factors for
above grade M&Rs. The agency should allow the same updated emission factor for below

grade M&Rs — based on the past six years of Subpart W emission surveys.

3. Eliminate Subpart W Throughput Reporting:

EPA should delete the recently added requirements in 40 C.F.R. Part 98, § 98.236(aa)(9)
to report the quantity of natural gas received, delivered, stored, consumed and stolen. This
provides no useful data for the purposes of Part 98 and duplicates natural gas throughput
reporting under Subpart NN, which in turn already duplicates reporting to the DOE Energy

Information Administration (EIA), as we note below.

B. Eliminate Throughput Reporting under Subpart NN:

EPA should review Subpart NN and consider, in a notice and comment rulemaking,
whether to repeal it. At a minimum, Subpart NN reporting of natural gas deliveries to
customers should be eliminated for natural gas distribution companies {(LDCs), as this largely
duplicates data companies are required to report to the DOE EIA and serves no useful purpose.
The volume of natural gas delivered to customers in any year is mainly a function of annual
weather fluctuations (i.e. colder or warmer winters), not commercial or industrial process

changes.

. Water Office

Review and Revise Waters of the U.S. Rule:

The Administration has already initiated a review of the federal rule defining the scope
of waters of the United States (WOTUS). We want to emphasize the need for a revised rule
that provides a clear dividing line between water features that are or are not subject to federal

jurisdiction — without the need for subjective, arbitrary and unduly burdensome case-by-case

4
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decisions that can delay natural gas utility and pipeline projects, impede job creation, impede

economic development projects to be served by the pipeline, and increase costs.

i OEM - Federal Standards for Aboveground Storage of Hazardous Substances

AGA is a member of the Utility Solid Waste Activities Group (USWAG), and we support
USWAG’s request that the Office of Emergency Management (OEM), within EPA’s Office of
Land and Emergency Response (OLEM), should avoid duplicative, unnecessary or proscriptive
requirements in the pending federal standards for the aboveground storage of hazardous
substances. This rulemaking is of interest to AGA because it could adversely affect operations
for natural gas utilities. We agree with USWAG that any such regulatory program should allow
for performance-based controls, as a more prescriptive approach could harm job creation,

impose unnecessary burdens, and/or impose costs that exceed benefits.

IV.  ORCR —Revise RCRA Generator Requirements for Remote Sites

AGA also agrees with USWAG that EPA should revise a recent final rule regarding
hazardous waste generator requirements that imposed many stringent changes without
commensurate improvements in environmental safety. The rule originated in OLEM’s Office of
Resource Conservation and Recovery (  ORCR).! Of particular ¢ oncern for natural gas utility
operations is a provision in the preamble of the rule in which EPA “clarified” that states were not
permitted to provide relief for the consolidation of hazardous wastes from remote or unstaffed
sites. As USWAG notes, EPA provided limited relief for this type of consolidation in the final rule
and then contended that state programs that had provided other types of commonsense relief
for the same concerns were not permitted under the hazardous waste regulations’ This is highly
disruptive for utility operations, particularly given that severalstates have already provided relief

by allowing unknown wastes to be collected and consolidated from remote sitesand postponing

1 81 Fed. Reg. 85732 (Nov. 28, 2016).
2 Id. at 85776.
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hazardous waste determinations until the waste is received at a staffed facility, or by authorizing
the direct transfer of hazardous waste to central locations. A similar problem arises in the
preamble where EPA suggests that the relief the rule offersis the only  available for episodic
generation events, when in fact, some states have used their enforcement discretion to address
abnormal hazardous waste generation patterns. We urge EPA to acknowledge and encourage
the availability of state programs, such as the ones mentioned above, that achieve equivalent
environmental protections in a far more practical and cost  -effective manner. This would be
consistent with the role of R CRA-delegated states as the primary regulator for facilities located

within their jurisdictions.

V. OPPT & ORCR - Revise and Simplify Federal PCB Regulation

EPA should review, revise and simplify certain provisions in the federal regulations
governing the use, remediation and disposal of polychlorinated biphenyls (PCBs). The PCB
regulations adopted in 1998° under 40 C.F.R. Part 761 were tailored to the agency’s
understanding of interstate pipelines, not natural gas local distribution systems, and are long

overdue for modernization and simplification.

Under the Toxic Substances Control Act (TSCA) Section 6(e) (15 U.S.C. § 2605(e)), the
use of PCBs other than in a “totally enclosed manner” was banned after 1977 except as
authorized by EPA regulatory action. EPA included a use authorization with respect to PCBs in
pipeline systems because an EPA-commissioned human health risk assessment in 1984
demonstrated the PCBs in enclosed pipelines do not pose an unacceptable risk to human
health. PCBs were used in the last century as a fire retardant to improve safety in some
products such as compressor lubricants and electric transformer fluid, but their manufacture
and purchase ended in the last century. Their occasional presence and discovery makes it

appropriate for EPA to maintain some form of “use authorization,” but this can be

3 The so-called “PCB Mega Rule” in 1998 was last significant amendment to the PCB regulations. See 63 Fed. Reg.
35384 (June 29, 1998).
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accomplished in a less burdensome manner, especially for operators that did not originally

introduce PCBs into their own systems, but rather received them from an upstream source.

The use authorization rule is now a relic of a former time, and the rule makes even less
sense now than it did originally. EPA staff have recognized this and have suggested they may
consider a new approach — replacing the old rule with a very simple authorization for the
presence of PCBs in natural gas utility and pipeline systems, provided the operator follows

reasonable requirements for managing and disposing of PCBs when they are discovered.

The use authorization rule for natural gas systems, administered by the Office of
Pollution Prevention and Toxics (“OPPT”) within EPA’s Office of Chemical Safety and Pollution
Prevention (“OCSPP”) could be boiled down to a few words, eliminating significant and
completely unnecessary cost burdens and complexity, as we explain below. The disposal and
remediation rules in Part 761 are generally more risk-based and functional, but they too could
be improved to eliminate some provisions that impose severe and unnecessary costs. Because
the use authorization and disposal rules are interrelated but administered by two different
offices at EPA, their revision should be coordinated. In fact, pursuant to Executive Order 13781
(March 13, 2017) establishing a comprehensive plan for reorganizing the Executive Branch, it
would make sense to reduce confusion and duplication by consolidating the two functions and
moving any remaining use authorization issues into one PCB use, remediation and disposal
group within the Office of Resource Conservation and Recovery (ORCR) under the Office of

Land and Emergency Management (OLEM).

A. Revise and Simplify PCB Use Authorization

Having a simple yet effective PCB use authorization is important to affected natural gas
companies as they continue to rid their systems of PCBs over time. The existing use
authorization rules governing PCBs in natural gas systems, however, are replete with vague,
confusing, cumbersome, burdensome and irrational provisions, particularly for local natural gas
distribution utilities. The confusion stems in part from trying to create natural gas regulations

on a foundation of electrical equipment regulations developed 40 years ago, when in fact, the
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use of PCBs in electric and gas systems was completely different. The confusion in the 1998
natural gas regulations also stems from the fact that EPA developed the regulations based on
the agency’s partial understanding of the interstate natural gas transmission pipelines where
PCBs were discovered by EPA, and a complete misunderstanding about how local distribution
systems operate. For example, the existing rule was drafted based on an incorrect assumption
that both transmission and distribution systems are comprised of straight, level pipelines that
flow in only one direction for many miles. Another misunderstanding that has caused serious
confusion and excessive costs relates to the “source” of legacy PCBs in systems. A local
distribution company that did not introduce PCBs into its own system, but rather received PCBs
from an upstream interstate pipeline, does not have a source of PCBs in its system, yet it can
become subject to the unduly burdensome use authorization requirements to eliminate
“sources” that do not exist under such circumstances. These and other problems related to the
use authorization rule have been compounded as local distribution systems have modernized

and grown since 1998.

We encourage EPA to repeal the current use authorization regulations in 761.30 and
replace them with a simple statement that liquid and non-liquid PCBs and PCBs in porous
surfaces are authorized for use at any concentration in electric utility, natural gas distribution
utility, storage and pipeline systems and operations, provided the operator complies with
applicable requirements for PCB remediation, storage and disposal under Sections 761.60,
761.60, 761.61, 761.65, and 761.120 as PCBs are removed and eliminated from pipeline
systems over time. We also urge EPA (1) to eliminate any reference to “potential sources,”*
(2) clearly eliminate any flawed concept that devices designed to remove liquids (and PCBs if
present) from natural gas systems somehow reintroduce them, and (3) eliminate extensive,
unnecessary procedures for “characterizing” natural gas systems to look for PCB deposits today
-- long after they were first introduced more than 50 years ago. Resources should instead be

focused on responding appropriately and reasonably when any remaining PCBs are found.

 See 40 C.F.R. § 761.30(i)(1)(iii)(A).
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Requirements for such response and disposal should be based on standard best practices that
are self-implementing and clearly described in the rule, to eliminate the need for any EPA

involvement in day-to-day operations.

B. Revise Certain PCB Analysis, Storage and Disposal Regulations

1. Change PCB Rules to Facilitate Gas & Electric Utility Operations

AGA agrees with USWAG that EPA should: (1) allow disposal of PCB remediation wastes
at “as-found” levels <50 ppm in non-TSCA landfills; (2) modify the PCB analytical rules at 40
C.F.R. § 761.272 to expressly authorize the use of the automated soxhlet extraction procedure
(Method 3541) for the chemical extraction of PCBs from individual and composite samples; and

(3) amend 40 C.F.R. § 76165 to allow satellite accumulation of PCBs.

2. Change Storage and Disposal Rules to Facilitate Natural Gas Utility Operations

a. Reduce Costs by Allowing Rational Method to Identify Areas Not Subject to
PCB Concerns and Disposal Restrictions

EPA’s PCB disposal rules under Section 761.60 describe how to characterize and manage
natural gas distribution and transmission pipelines from PCB-impacted systems when no longer
fit for service, including restrictions on how pipe can be abandoned in place or disposed of,
depending on PCB levels.®> Pipe removal and replacement are becoming more common in
response to DOT pipeline safety regulations, so the cost of complying with the PCB regulations

for natural gas systems continues to rise while PCB levels continue to decline.

Natural gas companies strive to rid their systems of liquids in general and PCBs in
particular to eliminate these added costs. However, it is not clear under the existing rules how
an operator can “delist” a system or portion thereof from the costly and onerous pre-requisites
for abandoning pipe in place. Nor are the rules clear regarding how and where to send pipe for
disposal or recycling once PCBs are no longer found in the system or a portion thereof above
the regulatory threshold. It is wasteful and very costly to continue applying restrictions
designed for systems with PCBs in liquids to dry pipe that has salvage value and no longer poses

a risk. Testing each section of pipe as it is taken out of service in such systems is also costly and

5 See 40 C.F.R. § 761.60(b)(5).
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wasteful. We would welcome the opportunity to work with EPA to develop a rational method
for “delisting” systems or portions of systems that actually results in some incremental
environmental benefit, so that resources can be focused on projects that improve safe and
reliable energy delivery, create good paying utility jobs, and facilitate economic development.
b. Allow PCB Bulk Product Waste Storage or PCB Bulk Remediation Waste for

Storage Up to 180 Days -- in a Roll-Off or Similar Container -- at Either the Site of
Generation or Other Company-Owned Site

Pipe wrap and cathodic protection are two effective methods that have been used over
the years for protecting metal pipe from corrosion. Coal tar pipe wrap was often used on steel
and cast iron pipe for gas utility systems in the first half of last century. Sometimes oil
containing PCBs was applied to the wrap to improve its flexibility. Gas utilities have been
removing and replacing cast iron pipe over recent years as they modernize their systems, and
they sometimes encounter sections of coal tar pipe wrap that contain PCBs at concentrations of

>50 ppm. In such cases, utilities need a cost-effective method for managing this waste.

AGA agrees with USWAG that PCB-containing Coal Tar Wrap (CTW) material meets the
definition of “PCB bulk product waste” under 40 C.F.R. § 761. 3. The existing PCB storage
regulations at 40 C.F.R. § 761.65(c)(9) allow temporary storage of PCB bulk product waste or PCB
bulk remediation wastes at the site of generation for up to 180 days , but only in a “pile” that
meets several restrictive performance standards. A better, simpler and more cost  -effective
option in many circumstances would be to use a roll -off or similar container. AGA agrees with

USWAG that the rule should be amended to allow the use of a roll-off or similar container.

Further, since the site of generation could be in a city street or utility right -of-way, it is
often not feasible or the best environmental optionto store bulk PCB remediation wastes or bulk
PCB product wastes there. It is often more practical an d environmentally sound to bring such
bulk wastes back to a utility service center or other company -owned central site. The existing
regulations at 40 C.F.R. § 761.65(c)(1) allow operators to move PCB bulk product waste or PCB
remediation waste from the site of generation back to a company -owned site for temporary
storage before shipment off -site to a qualifying TSCA disposal facility = — but such temporary

storage at a company-owned central site (other than the site of generation) is limited to only 30

10
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days. This short time period often does not allow adequate time for cost-effective storage prior
to off-site shipment. For the reasons explained in USWAG’s comments in this docket, extending
this time period would not present an unreasonable risk of injury to health or the environment.
EPA should amend its storage for disposal regulations at 40 C.F.R. §761.65 to expressly authorize
operators to move PCB remediation wastes and PCB bulk product waste s such as CTW or pipe
covered with CTW from remote sites to a central company-owned location for storage up to 180

days.

AGA appreciates the opportunity to comment. If you have any questions, please contact me.

Respectfully Submitted,

[y

Pamela Lacey

Chief Regulatory Counsel
American Gas Association
400 N. Capitol St., NW
Washington, DC 20001
202.824.7340
placey@aga.org
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NGVAME]

Natural Gas Vehicles for America

Jeffrey Clarke
Director of Regulatory
Affairs and General Counsel

400 North Capitol Street, N.W. jclarke@ngvamerica.org
Washington, D.C. 20001 202.824.7364 office
ngvamerica.org 202.824.7087 fax

May 15, 2017

Ms. Samantha Davis

Senior Counsel and Associate Administrator for Policy
Regulatory Reform Officer for Executive Order 13777
1200 Pennsylvania Avenue, NW

Washington, DC 20460

Re: Identification of Regulations for Repeal, Modification or Replacement Under Executive Order
13777, 82 Fed. Reg. 17793 (April 13, 2017) (EPA Request for Comment) -
Docket No. EPA-HQ-0OA-2017-0190

Dear Ms. Davis:

NGVAmerica appreciates the opportunity to provide comments on the U.S. Environmental Protection
Agency’s regulatory review effort announced on April 13, 2017.

NGVAmerica is a national trade association dedicated to creating a profitable, sustainable and growing
market for compressed natural gas, liquefied natural gas, and renewable natural gas powered vehicles.
NGVAmerica represents more than 200 companies, including vehicle manufacturers; natural gas
vehicle component manufacturers; natural gas distribution, transmission, and production companies;
natural gas development organizations; non-profit advocacy organizations; state and local government
agencies; and fleet operators.

The United States is the world’s largest producer of clean-burning natural gas. The abundance of this
domestic resource means that it is a clean, low-cost, stable energy source that can secure America’s
energy needs for decades to come. Using more domestic natural gas results in expanded job
opportunities for workers that produce this fuel and it also provides cost-savings for the consumers
and businesses that consume this fuel. It also adds much needed revenue to the state budgets in areas
of the country where natural gas is produced.

To expand the opportunities for using this domestic fuel here in the U.S., more should be done to
ensure that the right types of incentives and common sense regulations govern its use in the
transportation sector. Using compressed natural gas (CNG), liquefied natural gas (LNG), and renewable
natural gas (RNG) in transportation can displace demand for imported energy and deliver the lowest
emissions among all fuels.

Advocating the increasing use of NGVs where they benefit most.
For the economy. For the environment. For health. For security. For America.
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NGVAmerica offers the following comments relating to the regulation of natural gas vehicles. The
requested regulatory and policy changes are intended to remove unnecessary impediments to the
increased use of natural gas vehicles and domestic natural gas resources and, if adopted, will promote
job creation, clean air, reduced emissions of greenhouse gases, and improved energy security.

. Amend the Driving Range Requirements for NGVs to provide fair treatment relative to
other technologies, and to provide additional incentive for manufacturers to produce
natural gas vehicles

EPA should remove the requirements in 40 CFR § 600.510-12, Calculation of average fuel economy and
average carbon-related exhaust emissions, part (c)(2)(vii)(B) for fuel economy and (j)(2)(vii)(B) for
emissions, that require NGVs to have a driving range on natural gas that is two times the driving range
on gasoline or diesel fuel. This requirement is wholly impractical as it would require automakers to
install significantly larger and more expensive natural gas fuel systems on dual-fuel vehicles, or
alternatively require automobile manufacturers to reduce the size of gasoline fuel systems installed on
dual-fuel NGVs, to access the utility factors available to other vehicles. This latter requirement would
impose significant costs as it would require the design and manufacturer of smaller gasoline tanks and
changes in the assembly production of base gasoline vehicles to fit vehicles with unique gasoline tanks.

NGVAmerica previously petitioned EPA to remove this requirement but to date EPA has not acted on
this petition. We would again urge EPA to revisit this issue and amend its regulations accordingly by
removing this burdensome and unnecessary requirement. Amending the rules as requested would
level the playing field with other technologies and increase the incentive for manufacturers to offer
more light duty NGVs. It also could be expected to encourage manufacturers to begin to commercial
new low-pressure and absorbed natural gas systems.

NGVAmerica wishes to indicate its support for separate comments submitted by VNG.CO addressing
this same issue, and would appreciate an opportunity to provide additional information in support of
this request.

IL Amend the marine engine certification requirements for dual-fuel natural gas engines so
that compliance is based on the intended use of these engines and recognizes that when
operating on natural gas/diesel mixtures these engines comply with and exceed the Tier
Il requirements. 40 CFR Part 1042 — Control of Emissions from New and In-Use Marine
Compression-lgnition Engines and Vessels.

Natural gas, including liquefied natural gas, holds significant potential to displace petroleum as marine
fuel and reduce emissions of harmful pollutants. Today, there are over 200 LNG ships in operation and
on order. About 15 percent of new orders for these ships will operate in the US waters. There is
growing interest in using LNG because it is a virtually sulfur free fuel and offers a significant reduction
in particulates and NOx emissions compared to conventional marine fuels. LNG also provides a
reduction in greenhouse gas emissions. In addition to the environmental benefits, encouraging the use

Advocating the increasing use of NGVs where they benefit most.
For the economy. For the environment. For health. For security. For America.
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of more LNG as a fuel for marine vessels will lead to new economic development as bunkering
facilities, ships and other fueling infrastructure are built to support this market.

In the US, Tier lll NOx requirements are in effect for all category 3 new built vessels (range in size from
2,500 to 70,000 kW (3,000 to 100,000 hp) — large engines that propel ocean-going vessels such as
container ships, oil tankers, bulk carriers, and cruise ships). The more demanding NOx emission levels
required by the Tier lll regulation is readily met by ships when they operate on LNG. In fact, using LNG
results in NOx emissions that are well below required levels. To use LNG, most marine vessels rely on
dual-fuel operation, which here refers to operation on a mixture of LNG and diesel fuel in a diesel cycle
or compression-ignition engine.

The problem today is that the Tier lll emission regulations do not distinguish between fuel types, or
provide any allowance for dual-fuel engines that operate on mixture of LNG and diesel fuel. The
regulations therefore require that these vessels meet the NOx emission levels on both fuels including
when operating on 100 percent diesel fuel even though that is not how the dual-fuel engines are
intended to operate. The result is that manufacturers must equip their dual-fuel natural gas/diesel
engines with expensive after-treatment equipment (Selective Catalyst Reduction — SCR — Technology)
that is not necessary to achieve the required emission levels. Installing SCR systems on these vessels
adds an additional cost of 1 - 2 million dollars per ship, even for ships utilizing diesel only for ignition
purposes and whose fuel use is primarily LNG.

While the number of LNG powered vessels is growing, economies of scale are not yet reached, and the
expertise and knowledge in building these ships is still fledgling, especially in the US/Jones Act vessels.

The fact that ship builders must install costly SCR systems can and does discourage the development of
the market for LNG ships and the use of natural gas in the marine market.

NGVAmerica requests that EPA amend it rules to allow a waiver for dual-fuel engines that operate the
majority of the time on LNG and that have demonstrated through testing that they meet the Tier i
NOx regulation when operating as intended (e.g., 70%NG/30% diesel or 90%NG/10% diesel). Providing
this waiver will stimulate growth and jobs in shipbuilding in the US and encourage a faster paced
adoption of cleaner-burning natural gas in this market.

1. Amend the DERA Program to remove scrappage requirement for replacement vehicles
that exceed current federal standards by 50% or more for NOx emissions

This issue concerns EPA guidance for the Diesel Emission Reduction Act (DERA) Program. Current
guidance provides additional funding (i.e. 35% instead of 25%) for the cost of new replacement
vehicles that have been certified to optional low-NOx standards. Thus, the program provides a larger
incentive for cleaner engines. NGVAmerica strongly supports this provision as it currently stands but
also urges EPA to expand the incentive for low-NOx engines by providing a larger incentive, or by
removing the scrappage requirement.

Advocating the increasing use of NGVs where they benefit most.
For the economy. For the environment. For health. For security. For America.
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The DERA program seeks to ensure emission reductions by removing older, dirtier equipment from
operation. The removal of more polluting equipment is ensured by requiring scrappage of vehicles and
engines. Assuming equipment is retired earlier than it otherwise would be the case, this essentially
locks in excess emission reductions. Scrappage however comes at a cost for businesses that lose the
opportunity to sell their equipment and receive compensation for the remaining value. For new diesel
vehicles, it can be argued that providing 25 percent incentive for the cost of new replacement vehicle
is more than sufficient to offset the economic loss associated with scrappage, and still provide an
incentive to encourage the purchase of new, cleaner vehicles.

For natural gas vehicles, however, the DERA incentive of 25 percent or even 35 percent for the cost of
a new vehicle is not sufficient to cover the economic loss associated with scrappage and the added
costs associated with new natural gas trucks, which, like other advanced technology vehicles, cost
more than conventionally fueled diesel vehicles. To remedy this situation, we would urge EPA to
consider providing an even larger incentive for natural gas low-NOx vehicles. This could include
providing 50 percent of the purchase for low-NOx alternative fuel trucks, or removing the scrappage
requirement for low-NOx trucks. Such a policy would align with the DERA intent by delivering
additional emission reductions because low-NOx engines are 50 — 90 percent cleaner than required.

Iv. Amend the testing and sampling requirements for cellulosic fuel produced in anaerobic
digesters to be less burdensome and encourage increased production of qualifying
cellulosic fuel

Renewable natural gas produced from a variety of feedstocks has proved to be a huge success story,
and today accounts for a significant portion of natural gas used to fuel natural gas vehicles. This clean-
burning, low-carbon fuel accounts for more than 20 percent of all on-road natural gas demand and is
expected to account for more than 40 percent of on-road demand by 2018. The success of renewable
natural gas is due in no small part to the inclusion of various incentives and regulatory programs that
encourage the production of this fuel including the U.S. EPA’s Renewable Fuel Standard (RFS) Program.

To expand the opportunity for renewable natural gas and remove burden on industry, NGVAmerica
requests that EPA address the sampling and testing requirements required for anaerobic digesters (AD)
that process crop waste to produce cellulosic fuel. AD producers have indicated that the testing
requirements to demonstrate that 75 percent of the feedstock used in these facilities is cellulosic
based are too burdensome and therefore discourage the production of more cellulosic qualifying fuel.
Specifically, we request a change in the testing requirements found in 40 CFR 80.1426 so that instead
of requiring the testing of every truck load that is delivered to an AD facility, that the testing is instead
done quarterly and on random samples.
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Conclusion

NGVAmerica appreciates the opportunity to provides these comments and would welcome the
opportunity to discuss these issues further with EPA as it moves forward with its regulatory review. In
addition to the comments offered here, NGVAmerica would like to offer its support for the comments
submitted in the docket by VNG.CO, which address several other issues related to the certification of
light duty vehicles that are not included in our submission but nevertheless we strongly support. We
believe that the changes requested will provide more fair treatment for NGVs and level of the playing
field with other transportation technologies, and thereby increase the use of domestic natural gas as a
transportation fuel.

Sincerely,

&‘6&",1 QQ&L
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